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A Vivisection of Distribution * 
By ALLan Brown, Advertising Manager, 
The Bakelite Corporation 


Bsn is bumping along the bottom of a valley of depression into 

which it has gravitated with appalling rapidity. It has brought with it 
human suffering and distress. It has changed the boundary lines of industries, 
and many a business practice which a few years ago was adopted without 
question has now been found wanting. It has changed our conception of 


international commerce and has made us realize that we can no longer ignore 
the problems of the rest of the world. 

Perhaps the most significant outcome of this business reversal is the 
challenge to the executive to find ways and means of preventing a recurrence 
of this economic illness. There is an insistent demand at the present time for 
a searching analysis of the weak spots, particularly the costs of distribution. 

Therefore, considering the character and purpose of this group of mar- 
keting executives, I have planned to approach the subject of industrial adver- 
tising and sales promotion in the way a group of surgeons would study a 
human being in order to determine the source of his aches and pains. In a 
sense, we shall conduct a business clinic, and shall try and find a cure rather 
than administer a temporary stimulant. 

We are living in one of the most interesting cycles of the Machine Age. 
We have seen the tempo of production increase over a comparatively short 
space of time—from one motor car a week to one every. few minutes; from 
a bolt of cloth a day to thousands of bolts an hour; from a bottle blown by 
hand to thousands made by machine—until it reached a point where we could 
produce more than we could consume. These facts in themselves indicate the 


*This paper was presented at a meeting of the Industrial Marketing Society of N. Y. held in 
a with the Packaging Conference and Exposition of the Consumer Marketing Division of the 
.M. A, 
The object of the publications of the American Management Association is to place before the 
members ideas which it is hoped may prove interesting and informative, but the Association does not 


stand sponsor for views expressed by authors in articles issued in or as its publications. 
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careful thought and planning of the inventive mind applied to the problems 
of production. 

While the cost of manufacture has steadily decreased, this has been off- 
set by increased selling expenses. In 1920, approximately 60 cents of the 
consumer’s dollar went for production, and but 40 cents was needed for dis- 
tribution. In less than a decade, we find these figures virtually reversed, 
(Based on the study of 81 firms in 28 industries.) Therefore, the time has 
come to apply the same type of thinking to the problems of distribution as 
was previously applied to the problems of production. 

A leading industrialist has suggested five points which are of major 
importance to every business : 

1. Crisis Point—This is the point where income and outgo cross, or 
where losses end and profits begin. 

2. Danger Point—This is the point at which the income will meet any 
financial obligations, such as dividends on preferred stocks, bonds, retirement 
fund, etc., and other items usually considered as liabilities. 

3. Deadline—At this point a 6 per cent return is made on the Capital 
employed, which is the minimum point of earnings at which a business can be 
considered at all economic. 

4. Standard—At this point a 12 per cent return on the Capital em- 
ployed is realized, and which should be the goal of a well-organized company. 

5. Maximum—This is the point at which 18 per cent is realized on the 
Capital employed; above which it is usually wise to reinvest any additional 
earnings in developing the business or safeguarding its future. 

The problem is to keep above the Deadline. Every business has one uni- 
versal objective—net profit—and it is the ever-increasing cost of distribution 
which is preventing many firms from gaining this objective. There is no 
panacea for the solution of this problem. It is too complex, too closely allied 
with the perplexing situations which confront business today, for any one 
individual to attempt to give the answer. 

However, in order that we may give thoughtful consideration to the 
problem, let us first attempt an analysis of distribution. That is, the cost of 
the various business functions necessary to move the goods from the factory 
floor to the customer’s door. 

The functions of distribution may be divided into five broad classifica- 
tions, and under each classification the objective of each sum to be expended 
may be itemized as follows: 


Advertising Selling 

1. Advertising Space 5. Salesforce Compensation 
2. Direct Mail 6. Salesforce Travel 

3. Dealers’ Helps 7. Samples, etc. 

4. Supervision 8. Supervision 
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Handling and Delivery 
g. Filling Orders 
10. Packaging and Loading 
11. Delivery to Station 
12. Preparing Invoices and Shipping Documents 
13. Pricing, Extending, Footing Invoices 
14. Freight, Express, Parcel Post 
15. Traffic Claims 


Credit and Collection 

16. Posting Invoices 

17. Posting Cash 

18. Statements, Trial Balances, etc. 

19. Credit Investigation, Collection Expenses, etc. 


Administrative 
20. Sales Management 
21. Analysis and Reports 


Total Distribution Expense. 


We can now proceed to break down each one of these items by unit cost. 
For example, take the item of Direct Mail Advertising. Starting with the 
total actual cost for the year, divide it by the number of units, which, in this 
case, would be the total mailing list, we then arrive at the cost for direct mail 
per contact. If we divide the total compensation of the sales force by the 
number of sales calls, we arrive at the unit cost per call. Or again, if we 
take the cost for preparing invoices, divide it by the number of invoices pre- 
pared, we get the unit cost per invoice, and so on. 

I am confident that anyone who has not already made such an analysis, 
will find these unit costs a decided revelation. From them, the cost of ser- 
vicing various customers’ accounts can be determined. This can be checked 
against the sales to each of these customers. If new markets are to be added, it 
is possible to estimate in advance the cost of making the required number of 
contacts through the various mediums of advertising, or determine the unit 
cost for traffic claims, per orders executed, etc. 

After the estimated cost by functions has been determined, the estimated 
sales, minus the estimated production costs, will leave the gross margin. From 
this, deduct the estimated distribution costs and the balance will be the esti- 
mated net profit. By this method, one can determine, to a fairly accurate 
degree, whether both ends will meet. 

A leading banker states that the “modern business budget is the best 
system ever devised for controlling costs and training management to be fore- 
sighted rather than hindsighted.” Budget control is merely the principle of 
making both ends meet. If, out of every 100 cents in the sales dollar, 10 
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cents is set aside for the desired profit, go cents remains to cover all the items 
of cost. Therefore, in order to make both ends of this sales dollar meet, the 
cost of operations, plus the profit, must be brought within the relative per- 
centage of the dollar assigned to them. 

A sales dollar, broken down into its atomic parts, is the true yardstick 
for the measurement of management and operating efficiency. 

The foundation on which a scientific business budget must be built is a 
sales analysis based on a careful study of past and present records, tempered 
by the estimated future prospects. 

With this as our hypothesis, and as it is an important factor in the cost 
of distribution, let us next analyze the necessary steps in making a market 
and sales analysis, keeping in mind that what we are striving for is the elimi- 
nation of waste and inefficiency by careful planning. 

The Department of Commerce, in the Biennial Census of Manufactures, 
groups the firms in this country into 333 industries. It further divides 87 of 
these industries into 273 subdivisions. This gives a fair idea of the industrial 
structure of this country. 

Bakelite Corporation manufactures several hundred different types of 
materials. There is at least one or more applications of these materials in 
nearly every industry and subdivision. This presents an extremely compli- 
cated market analysis problem. However, by the process of elimination, we 
find that the majority of our business emanates from about 32 industries. An 
analysis of even these industries is too comprehensive to cover in the limited 
space available. Therefore, in view of the fact that the general subject of 
this conference is Packaging, I have selected this field for discussion. 

The first step in our analysis was to determine the size of the market in 
terms of prospective customers. We found that out of an approximate list 
of 50,000 concerns using packages in one form or another, less than 10,000 
bought the greater part of the packaging material sold. This number was 
further reduced by dropping out those firms who used packages that obvi- 
ously could not be manufactured from our materials. This required a study 
of packages and closures by types, sizes, designs, and price, as well as press 
and mold limitations, the last two being peculiar to our own industry. Here 
was our market in terms of prospects. The next step was to locate these 
geographically. 

Following this, we made a study of the market in terms of unit sales. 
That is, the number of bottle caps, tube caps, jar covers, boxes and trays sold 
annually. ; 

By taking the average weight of the various sizes of each device, we 
then measured the market in terms of pounds. This gave us the potential 
value of our market in our own particular unit of measurement and permitted 
us to establish our sales quota. It also gave us the foundation upon which to 
build our long-term planning of sales and advertising operations. 
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There were a number of intermediate studies which included a classifica- 
tion of the types of manufacturers such as drug, cosmetic, food, novelty, ete. 
Also a classification of the outlets through which packaged goods are sold— 
department stores, novelty shops, drug stores, etc. The characteristics of 
packages that sell, such as the identification of the goods within, the protection 
of goods from breakage and leakage, and from evaporation and absorption. 
Convenience of package for handling. Display value, and the question of 
whether it met the customer’s requirements for convenience in the home. 


A Standard Line of Colors 


Perhaps one of the most interesting studies was that of color. The 
number of colors is almost infinite. You can readily appreciate what this 
means to the manufacturing department from the standpoint of production 
schedules and inventory. Industry should give some attention to a reasonable 
standardization of color. For example, why should there be 7 shades of ivory, 
63 of green, 24 of blue, 22 of red and 25 of yellow. Put yourselves in the 
position of the material manufacturer. Suppose you had to carry in stock 
hundreds of different products, many of which had limited sales. One method 
of control was the establishment of a standard line of colors at a base price, 
supplemented by a line of custom made materials at a higher price. 

Some customers give the most peculiar reasons for selecting a certain 
color. One may have liked the particular shade of red on the crown of his 
wife’s hat, or he may have been impressed by an unusual purple tint on a car 
card, and without further consideration, he selects this color for his package. 
If he only realized it, he could save a considerable sum of money if he first 
investigated the standard colors that were available in the materials from 
which he planned to make his package or closure. 

Considerable confusion is also caused by the inexact use of terms in 
describing color. One person may describe a light blue as azure blue, while 
someone else may term it sky blue or baby blue. 

There has been considerable study given to the subject of color measure- 
ment during the last few years, and several methods have been devised. Per- 
haps the most popular one at the present time is the Munsell system.’ This has 
been founded on the theory that color has three measurements—hue, value 
and chroma. Each of these is given a numerical rating, thus we find that a 
certain shade of blue is expressed by a symbol—B3-6. This means that it is a 
blue, three steps from black in value and six steps from gray in chroma. A 
formula of this sort is badly needed by industries that use color in their 
products. 

The paper manufacturers have done excellent work in cutting down waste 
by promoting the hypotenuse oblong principle in the selection of pamphlet 


. ,. See “Color and Design in Packaging,” by Arthur S. Allen—Pages 65-74 of “Progressive Packag- 
ing” report, Consumer Marketing Series, No. 6, 1931. American Management Association, New York. 
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and booklet sizes, so as to minimize the loss when cutting from standard mill 
stock, It would be well for manufacturers to adopt a similar standard in the 
selection and measurement of color. 


So much for the character of the market and its relation to the product 
to be sold. Our next step is the sales and advertising program for the devel- 
opment of this market. By establishing a certain percentage of the potential 
market as our objective, we then have a figure upon which to base our appro- 
priation. The next step is to allocate this fund in the most efficient manner. 


Selection of Media 


Rather than dwell on all the steps in the campaign, let us seek out those 
which offer us an opportunity to gain, by proper planning, the maximum 
amount of value for the dollar expended. Among other things, we are faced 
with the selection of media, in this case both direct mail as well as trade pub- 
lications. In almost every large industry, there are a number of publications 
in the field. The problem is to select those which are best fitted for the job 
to be done. 


We find that this work can be greatly simplified by a careful media an- 
alysis. This study includes circulation statistics; such as total paid, foreign, 
unit coverage, renewal rate ; physical statistics, such as quality of paper, print- 
ing, cover, area of type page, and the financial statistics such as advertising 
rate per hundred, subscription rate, etc., as well as a careful analysis of the 
editorial contents. 


With these facts in hand, and with the objectives of our campaign 
definitely in mind, we can avoid many of the hazards in the selection of pub- 
lications. A score card or chart can be devised for an analysis of the adver- 
tising itself, thus giving us an opportunity to judge the character of the illus- 
tration, headline, typography, number of inquiries, etc. By this method, we 
find that some advertisements are much more effective than others, and by a 
careful study of the component parts, we are able to determine what made 
them successful. 


To me, one of the most fascinating things about advertising is its chal- 
lenge to the ingenuity of man to make the complex simple, to make the prosaic, 
exciting, to put facts into word pictures which make men stop and think. 
Never before have we had such a variety of mediums of visual expression at 
our disposal as we have today. With paper stocks that range from newsprint 
to the finest Italian parchment; with oil, water, and metallic inks ; numerous 
types of art and art photography ; offset rotogravure, lithography and all the 
other forms of printing, there is no reason why industrial advertising cannot 
be improved, and thus help make the dollar expended bring greater results. 

Although I have confined my remarks principally to advertising, I believe 
these examples are sufficient to indicate what I mean by a searching analysis 
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of the functions of distribution. There are, of course, many other distribution 
problems, such as time payments, chain stores, warehousing, dealer partici- 
pation in ownership, all of which should be brought under the focus of our 
analytical eye. 

I know of a number of companies who have already benefited by an in- 
tensive study of distribution costs during the past year. One company, by 
careful planning and persistent effort, obtained reduced rates on 25 to 30 per 
cent of the local newspapers on its list, and saved over $30,000 on its current 
campaign. 

Another company has turned a loss into a healthy profit by concentrating 
its efforts on four out of a family of 12 products. 

A third firm cut down their entertainment bill and applied the saving to 
research, with the result that a number of their old standard products were 
greatly improved, and a number of new products developed. They now have 
a large surplus instead of a deficit. 

A small company which was forced to reduce advertising expenses sub- 
stituted a photographic presentation of their product in place of colored in- 
serts. This change was made at a saving of over $11,000 and yet pulled more 
inquiries. 

A firm in New England that does most of its selling by direct mail had 
been in the habit of sending ten to twelve follow-ups and circulars after each 
initial announcement. After a careful survey of results, they cut the number 
of follow-ups down to three, with no appreciable effect on their business and 
a considerable saving in cost. 

A large textile firm saved a sizeable sum of money by instructing their 
branch offices to make their daily phone reports to the home of the sales 
manager after 8 o’clock in the evening, thus taking advantage of the reduced 
night rates. 

I could quote many examples of this sort, but perhaps this is sufficient 
evidence to prove that weak spots can be found, if the effort is made to locate 
them. 

In closing, I am reminded of the story of an army engineer who had 
charge of building a bell buoy and fog horn in Golden Gate, at the entrance 
to the harbor of San Francisco. After he had completed the job, he asked 
one of his Italian workmen what he thought of the installation. Tony said, 
“Well, Mr. Little, wan great-a, big-a gang work out here for six-a months. 
They spend wan lot of the people’s money. The fog horn go Whoo! Whoo! 
and the bell buoy go Bong! Bong! but the fog, she come in just-a the same.” 

If I have contributed any ideas, I have done so, not with the thought that 
they will prove the solution to our periodic business reversals, but with the 
hope that they will help to guide through the channels of this depression, back 
into the harbor of normalcy again. 
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Abstracts and News Items 


GENERAL MANAGEMENT 


The Scope of Management in Our 
Future Business Development 


The scope of management in our future 
business development seems to be boundless. 
It seems, in fact, to compass all that may 
be regarded as the hope for the future sta- 
bility of business—not just high-profit pro- 
ducing, but a real, solid, stable and per- 
manent business structure. 

The management which will contribute 
to our future business development must 
be of the type which furnishes true lead- 
ership. It must be of the type that sub- 
merges individuality in the building of a 
broad managerial spirit throughout the en- 
tire organization. It must be of the type 
which instils a sense of responsibility into 
every key man in the organization, thereby 
taking into the so-called management func- 
tion every individual who has under his 
control subordinates who must perform 
creditably. Mr. Jordan discusses the fac- 
tors essential in the establishment of 
good management and the real duty of 
management in respect to each individ- 
ual company and in respect to the indus- 
try of which the company forms a part. 
By J. P. Jordan. Mechanical Engineer- 
ing, August, 1931, p. 599:5. 


Tariff Barriers and Business Depression 

The editor of the Worcester Post pre- 
sents an exposition of the problem of world 
trade and its relation to the tariff, bringing 
out the two-sidedness of our conduct in re- 
lation to the tariff. He concludes: As the 
nation which under normal circumstances 
has the largest export business of any in 
the world, we bear a particular responsibil- 


ity to contribute at least our share, and 
indeed a little more than our share, in the 
leadership of a general movement for a 
better international adjustment of this dis- 
turbing tariff problem. By John H. Fahey. 
Proceedings of the Academy of Political 
Science, June, 1931, p. 41:6. 


F. B. I. Mission to Canada 


Report to the Federation of British 
Industries by the President, the President 
Elect, and the Head of the Empire Section, 
on a conference in Canada with manufac- 
turers, industrialists and leaders of com- 
merce to discuss the best means of promot- 
ing reciprocal trade between Canada and 
Great Britain. May. 1931. 18 pp. 


“In the Day of Adversity” 


General overproduction, we are told, is 
the chief cause of the depression. But 
general overproduction is nothing but gen- 
eral underconsumption. To stabilize pros- 
perity we must keep demand up to produc- 
tion. In other words, we must increase 
consumption. But nothing seems plainer to 
the plain people than that they cannot keep 
on feeding dollars to business unless they 
have the dollars. And without the dollars, 
business cannot keep on producing wealth. 
There will be a larger flow of business 
when there is a larger flow of wages, not 
before. 

For business as a whole, the basic trouble 
is extreme changes in the volume and use 
of bank credit and consequent extreme 
changes in the value of the dollar. Over 
such changes, the United States has not yet 
exercised the control which is readily with- 
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in its power. Everybody knows that it is 
always within the power of the Federal 
Government to bring about the needed ex- 
pansion and increased turnover of money 
by sufficiently aggressive “open-market op- 
erations, or by borrowing money for war, 
construction or relief. The bonus-loan plan 
is one way of conscripting some of the 
slacker dollars. When this country has 
more people who will circulate their money 
in such a way that will enable willing con- 
sumers to consume, we shall emerge from 
this day of adversity into a day of pros- 
perity. By William Trufant Foster and 
Waddill Catchings. Atlantic Monthly, 
July, 1931, p. 101 :6. 


A Ten Year Plan for America 


It is suggested that an agency be estab- 
lished to guide the economic life of Amer- 
ica—a Peace Industries Board, somewhat 
analogous to the Industries Board drafted 
during the War, to function in the present 
crisis—and hopefully for decades to come. 
Its job shall be to draft a Ten Year Plan 
for the United States and to supervise the 
execution of the Plan when accepted. Mr. 
Chase outlines the organization of the 
Board and its work. By Stuart Chase. 
Harper’s, June, 1931, p. 1:10. 


General Price Stabilization 

Professor Angell considers the ways by 
which general price stabilization might be 
brought about: 1. Legal price-fixing, by 
governmental or semi-governmental bodies ; 
2. deliberate cooperation among the several 
producers and traders, deliberate agreement 
to stabilize the prices of the principal indi- 
vidual commodities themselves; 3. control 
through the machinery of money and credit. 
The last has appeared, in its most recent 
form, as a proposal for deliberate control 
by the central banking authorities in each 
country. The difficulties in the way of 
effective bank control are enumerated; sug- 
gested ways in which the efforts of world’s 
central banks can be made to yield greater 
success, and to lead us nearer to a true 
stabilization of general prices and economic 


conditions at large are: the adoption of a 
deliberate, self-conscious policy of internal 
control, oriented around a general philos- 
ophy of stability; and extended interna- 
tional cooperation and active mutual assist- 
ance. By James W. Angell. Proceedings 
of the Academy of Political Science, June, 
1931, p. 97:7. 


American Business Management Speaks 
Out 

The analysis of the replies of 800 promi- 
ment executives to “A Platform for Ameri- 
can Business” emphasizes the need for bet- 
ter planning in business operations, in 
finance, production, employment and sales. 
Many stress the need for stabilization and 
the opportunity for cooperation. There 
are the usual opposite opinions regarding 
less government restriction and more regu- 
lation. There is an almost complete ab- 
sence cf definite opinion on the broad topic 
of the inter-relationships of companies 
within an industry and the interdependence 
between industries and between peoples. 
By McGraw-Hill Publishing Company. 


The Thirteen-Month Year 


Dealing with the public on the basis of 
the Gregorian calendar, the Western Clock 
Company has successfully employed the 
thirteen-month calendar within its organi- 
zation since 1892. Discussing its advan- 
tages as related to employee morale, sim- 
plification of payroll methods, performance 
comparisons and budgeting, the President 
states in this article, “We believe it is one 
more step of improvement toward the goal 
of efficiency and heartily endorse its uni- 
versal adoption as a means of simplifica- 
tion.” By R. H. Matthiessen. Executives 
Service Bulletin, July, 1931, p. 3:2. 


Russia’s Challenge to America 
The point on which American interest in 
Russia centers is the Five-Year-Plan. The 
balance of the evidence seeming to the 
writer to point to the probable increase in 
the success of the Russian economic life, 


1 Distributed in McGraw-HilJ Publications dur- 
ing March, 1931. 
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a comprehensive study of the economic sys- 
tem of Russia is suggested—the purpose of 
such a study to be to find out: first, how 
the system works; secondly, what institu- 
tions and practices give it relative strength 


and what are sources of weakness; and 
thirdly, which of these sources of strength 
can be adapted to the evolutionary develop- 
ment of our society. By A. F. Hinrichs, 
Atlantic Monthly, July, 1931, p. 107 :9. 


FINANCIAL MANAGEMENT 


Advance Business Planning 

Much is heard today about advance 
planning of business for the nation as a 
whole, or by trade and industrial lines. 
While these movements are good, they are 
distinctly secondary to the aggregate in- 
fluence of advance planning, or budgeting, 
of each private business. The cure for 
depression does not lie primarily with na- 
tional and international leaders, or merely 
with big business men, but with each busi- 
ness man. Through budgeting within each 
individual company over-expansion of 
plants, over-capacity, over-production, ruin- 
ous competition, extravagant attraction of 
capital into overly-enlarged business units 
can be avoided. Ernst & Ernst Weekly 
Bulletin, June 16, 1931, 3 pages. 


How to Control Bank Costs 


In the first installment of a complete 
treatise on the highly important subject 
of bank control, a method is explained 
whereby a central control of value and 
transactions is accomplished through con- 
trolling accounts carried on the general 
books. By B. E. Young. The Bankers 
Monthly, June, 1931, p. 335:4. 


The Cost Accountant and the Elimina- 
tion of Waste 


The chief wastes in industry are wastes 
due to poorly informed, misinformed and 
inefficient managements. There will be 
great strides made during the next decade 
in eliminating much of the present-day 
waste; these will be made essentially as a 
result of improvements in personnel man- 
agement, the development of management 
tools, especially statistical devices and ac- 


counting methods, and in better trained 
managerial timber with better fitted staff 
(accounting included) advisory groups. By 
D. J. Hornberger. N. A. C. A. Bulletin, 
June 15, 1931, Section II, p. 1696:8. 


Reversing the Stock Split-Up 

One idea which inevitably will receive 
much consideration during the next six 
months relates to the reversing of the 
tendency to split up corporation shares, as 
in the past, and to the re-creation of a 
smaller number of new shares having 
higher unit value. This may become known 
as “stock joining,” as contrasted with 
“stock split-up.” 

The main argument for the split-up has 
related to marketability of the shares, or 
the psychology of the numbers of small 
investors who, it was assumed, would make 
a larger aggregate volume of purchases if 
the units were small and low in price, sug- 
gesting the ease of acquiring them. The 
split-up has served its purpose. It has 
helped in its way, perhaps, to make an 
estimated fifteen millions of individual 
shareholders. 

Now a new situation has arisen. Many 
sound, healthy companies with long rec- 
ords of achievement behind them find their 
shares selling around 10, due to the past 
split-up of their shares when prices were 
inflated, and the subsequent exaggerated 
deflation of prices. One practical difficulty 
attached to the small unit selling at low 
prices is that bankers will not lend on it 
so freely as on the higher-priced larger 
unit. Embarrassment to the corporation 
in this situation often arises out of the 
creation of an unfavorable impression as to 
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the affairs of the corporation. The join- 
ing of shares, as a reversal of the former 
process of splitting them, will be a con- 
structive contribution in certain selected 
cases to a re-establishment of confidence 
and a dissipation of pessimism. Ernst & 
Ernst Weekly Bulletin, No. 307, June 23, 
1931, 3 pages. 


Cheap Securities Cost Too Much 

Three banking practices which ought to 
be corrected are: first, selection of bonds 
for high yield rather than for safety; 
second, too great reliance upon salesmen 
of bond distributing houses in selecting 
securities; third, lack of flexibility of 
banking institutions in adjusting rates of 
interest paid on deposits and dividend pay- 
ments to changing economic conditions. 

Banks must always be bond buyers. But 
they need not fill their portfolios with 
securities of a cheap type or those that run 
on into future generations. Experience has 
taught the wisdom of carrying between 40 
and 50 per cent in short term issues both 
for their factor of marketability and for 
the minimum of the depreciation in them 
when the cycle of falling bond prices re- 
curs. The writer doubts very much 
whether banks should buy industrial bonds 
except those of a limited number of the 
strongest American corporations. By 
Charles F. Speare. American Bankers 
Association Journal, June, 1931, p. 965 :3. 


An Application of Standard Costs in the 
Field of Distribution (An Actual Case) 


The necessary steps in the installation of 
a bonus plan for salesmen which might be 
called “The Key Man Incentive Plan,” 
are: the assignment of point values for 
weighing sales; the calculation of standard 
sales volumes; the determination of stand- 
ard sales points; the calculation of stand- 
ard expenses; the calculation of savings. 
Bonus distribution is made to those indi- 
viduals who can effect savings either by 
increasing sales or reducing expenses. 
Furthermore the relative bonus points as- 
signed should be proportioned (so far as 
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possible) not only according to the oppor- 
tunity which they may have to effect in- 
dividual accomplishment but also according 
to group results, i.e., branch results. Bonus 
distribution points are arranged in three 
groups: Headquarters, Branch Managers 
and Salesmen. 

Exact procedures are presented in regard 
to each of the necessary steps in the in- 
stallation of this plan and the distribution 
of the bonus. By Gould L. Harris. The 


Accounting Review, June, 1931, p. 118:7. 


A Balance Sheet for Branches 

The daily statements for branch offices 
of a bank described and illustrated can be 
completed at one writing. The consoli- 
dated balance sheet of the bank supported 
by branch office and main office statements, 
is on the president’s desk not later than 
eleven o'clock of the day following the 
date of statement. By Arthur J. Linn. 
The Burroughs Clearing House, June, 1931, 
p. 24:2, 


Food Cost Accounting and Food Control 

In a very short time the initial expendi- 
ture necessary in installing a properly de- 
vised system of food control is more than 
covered by the savings so effected. In this 
article there appears a careful description 
of the system of cost accounting and food 
control and the working methods adopted 
and in use for the last five years by the 
Memphis Hotel Company. By B. J. Von 
Schwarz. N. A. C. A. Bulletin, June 1, 
1931, Section II, p. 158:9. 


Entertain the Waiters-in-Line 

The Liberty Bank and Trust Company 
of Louisville, Kentucky, uses the picture 
show and other devices to divert the at- 
tention of those customers of the bank who 
are waiting-in-line. The best results have 
been obtained from small bronze frames 
which have been placed about a foot from 
each teller’s window. Some have also been 
mounted on wooden blocks and placed on 
each check desk. These frames are seven 
inches by two and a half inches and are so 























270 THE MANAGEMENT REVIEW 


designed that a cardboard message can be 
inserted and taken out in a second. They 
are highly polished and placed in a posi- 
tion where a customer cannot fail to see 
them as he stands in the teller’s line or 
uses the check desk. The printing depart- 
ment runs the messages off on a day’s 
notice. They are changed at least twice 
a week. These messages are used to ad- 
vertise various services of the bank. For 
example, they call attention to the monthly 
bank letter about business conditions, or to 


Insurance 


Are Public Liability Claims Paid Too 
Hurriedly? 

Even though it is becoming less difficult 
for persons to secure damages for injuries 
actually or allegedly caused by the negli- 
gence of another this does not always mean 
that carriers are paying claims too hur- 
riedly. The company adjuster in making 
a prompt settlement for a small amount has 
in mind the propensity of some juries for 
returning sympathetic rather than equit- 
able verdicts. Public liability policyhold- 
ers are often jeopardized by the adjuster 
who consistently refuses to settle claims, 
preferring to stand suit and running the 
risk of final awards that exceed the policy 
limits, thereby compelling the insured to 
pay excess damage. Indemnity, July, 1931, 
p. 9:4. 


Libel Protection for Publishers 

A recent extension of insurance coverage 
is the reinsurance and excess insurance de- 
signed to protect publishers against libel 
suits arising from erroneous reports and 
malicious statements. The libel policy gives 
excess coverage only, a moderate amount 
being retained as a risk of the publisher. 
The publication may, for example, pay the 
first $2,500 of any loss and the carrier pay 
all loss in excess of that amount up to 50 
or 100 thousand. 

The conditions of the policy define “loss” 
as amounts actually paid in settlement of 
claims either out of court or in satisfaction 


the one-half hour free parking for each 
customer, or to the vault in the rear of 
the bank, etc. A changeable stereopticon 
picture machine facing the teller’s line of 
customers has also been used with success 
to display a series of about twenty pictures 
of current events. These often include 
local photographs or pictures relative to 
the bank. As a result some customers 
state that they even enjoy waiting in line. 
By W. A. Millican. The Burroughs Clear- 
ing House, June, 1931, p. 12:3. 


of judgments rendered. Defense in litiga- 
tion proceedings is conducted at the ex- 
pense of the assured although the carrier 
retains the right to participate at its own 
expense. Premiums are based on the av- 
erage circulation. So far the carrier has 
confined the sale of this protection to 
smaller newspapers but plans are now be- 
ing made to issue policies to the larger in- 
dividual and group publications. By Ralph 
Reed Wolfe. The Spectator, July 30, 1931, 
p. 9:1. 


The Employer Determines His Own 
Compensation Insurance Rates 

The question of low or high rates is a 
matter of hazard and this rests entirely in 
the hands of the employer; the insurance 
company participating only to the extent of 
developing the rate structure, compiling 
statistical records of experience and advis- 
ing the employer in the reduction of haz- 
ards. In the structure of rating plans the 
carrier of workmen’s compensation insur- 
ance is faced with a two-fold problem, the 
determination of basic rates for classifica- 
tions which must necessarily depend upon 
the average experience of all risks under 
the classification and the setting up of meth- 
ods by which the hazard of the individual 
risk can be measured. 

Since rates are based on the amount ot 
the payroll involved, the increasing mechan- 
ization of industry has resulted in a steady 
increase in the hazard per payroll dollar. 
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Occupations are not becoming more haz- 
ardous but in mechanization much of the 
relatively non-hazardous work has been re- 
placed by machinery, leaving industry as a 
whole relatively more hazardous. It takes 
nearly three years from the time accidents 
occur before experience has matured, been 
compiled and rates made. As a result of 


OFFICE MANAGEMENT 
Organization: Job Analysis, Employment, Pay, Tests 


Methods Work in the Office 


This paper describes the methods used 
in analyzing and time studying the office 
work of the Nashua Gummed & Coated 
Paper Company and illustrates the salient 
features in various departments in connec- 
tion with work standardization. The writer 
conveys the impression that the mere setting 
of rates for the most intricate of office de- 
tail is no great trick if methods are prop- 
erly studied and revised in the beginning, 
that quality and speed are not incompatible 
if the details of the methods are right, that 
indifferent, uninterested clerks stimulated 
by skilled methods, fair time rates, quality 
standards, and rather large bonuses, be- 
come very effective, contented workers, and 
that gains by the management in money 
and improved service are well worth the 
trouble. By Harold M. Davis. Quarterly 
Bulletin National Office Management As- 
sociation, April, 1931, p. 7:5. 


Analysis of 1,000 Examinations of Eyes 
for Compensation Purposes 

Valuable studies of a technical nature 
are presented and certain tendencies and 
findings of particular interest to employers, 
insurance carriers and administrators of 
compensation laws are revealed. Especially 
noteworthy are Dr. Davidson’s observa- 
tions that: (1) Malingering is not so fre- 
quent as generally believed; (2) acceptance 
of 20/20as normal vision works to the dis- 
advantage of many claimants whose normal 
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this three year lag between experience and 
rates, a gradually increasing accident rate 
means that the carriers will always be get- 
ting inadequate returns. Insurance compa- 
nies therefore are forced by business ex- 
pediency to do all they can to reduce acci- 
dents. By Albert W. Whitney. American 
Mutual Magazine, June, 1931, p. 7:5. 


vision exceeds this amount; (3) definite 
diagnosis of visual loss due to hysteria or 
neurosis should be made only when sup- 
ported by a neurologist; (4) examination 
for compensation purposes could be made 
more adequate by the adoption of a stand- 
ard test type and form of illumination. By 
M. Davidson, M.D. The Industrial Bul- 
letin, May, 1931, p. 255:4. 


Reducing Office Costs 

Failure to utilize intelligently the poten- 
tial capacity of the clerical staff accounts 
for much industrial loss. This loss includes 
not only the unused portion but also that 
portion absorbed by the production of 
superfluous and unnecessary records. For 
the maximum effective utilization of these 
great resources the scientific method of 
treatment is recommended, the following 
steps being advised: 1. prepare a budget 
at the beginning of the year giving an esti- 
mate of the expenses for each item in the 
office and a monthly operating statement 
showing the actual expenditures compared 
with the budget for that period; 2. in each 
division, section or department, determine 
a unit of work, such as vouchers or checks 
in the accounting department, and bills or 
shipping notices in the shipping or billing 
department, show the number of units on 
the statement and the cost per unit in that 
particular division, and use the variation in 
the cost of unit as a guide in controlling 
the expense of the unit; 3. measure all 
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office work by actual count, by use of job 
analysis, process charts, etc.; 4. measure 
work by stop watch; 5. make a motion 
picture of those operations which are re- 
peated daily; through an analysis of these 
pictures it is possible to eliminate waste 


THE MANAGEMENT REVIEW 


motion; 6. after eliminating waste motion, 
plans should be established to teach those 
employees who are doing the job and new 
employees started on it. By J. J. Berliner, 
The Office Economist, June-July, 1931, D. 
3:1. 


Space: Location, Equipment, Arrangement 


Investigation of Various Factors Affect- 
ing the Heating of Rooms with 
Direct Steam Radiators 


A few of the many conclusions reached 
as a result of this investigation are the fol- 
lowing : 

Long, low, thin cast-iron radiators placed 
under windows heat a room more com- 
fortably and more economically than higher 
column or tubular radiators similarly 
placed. 

No material gain in economy or room 
temperature conditions may be realized 
from the use of an enclosure or shield on a 
wall type of radiator. 

Both steam condensation and room air 
temperature conditions are affected by the 
location of the heating unit. In general 
the location under a window in the exposed 
wall is to be preferred to the location near 
an unexposed or warm wall. 

Galvanizing or painting with metallic 
bronze paint reduces the heat transmission 


from an enclosed or unenclosed radiator 
below that obtained with oil paint. The 
reduction is approximately 9.0 per cent in 
the case of unenclosed tubular or column 
radiators. 

The use of curtains and shades does not 
materially affect the room air temperature 
conditions and steam economy, but does 
serve to increase the degree of comfort of 
the occupants by shielding them from radia- 
tion to the cold glass surfaces. Bulletin 
No. 223, Engineering Experiment Station, 
University of Illinois. March 31, 1931, 104 
pages. 


We Aimed for the Ideal Office Building 

For the Holland Furnace Company a 
building was planned to include every facil- 
ity that would be most effective for office 
work, A description of the general plan 
and fixtures is given. Provision for expan- 
sion is included. By F. I. Charles. System, 
August, 1931, p. 89:3. 


Benefit Systems and Incentives: Pensions, Profit Sharing, Suggestions, 
Vacations, Stock Ownership 


Bethlehem Modifies Bonus 


Dissenting stockholders have approved 
the modified executive bonus of the Beth- 
lehem Steel Corporation. The most im- 
portant change from the old plan is that 
the bonus payments are to be based on 
the consolidated net income after deducting 
depreciation, depletions and obsolescence 
charges. It is estimated that this change 
will reduce the total available for bonus 
payments by $1,200,000 on the basis of 
$15,000,000 annual depreciation. A sum- 
mary of the changes in the plan is given. 
Steel, July 9, 1931, p. 16:1. 


As Employee-Stockholders Sell 

Many employees’ stock acquisition plans 
have foundered upon the rocks of the busi- 
ness depression but that of the M. & T. 
Trust Company of Buffalo seems to have 
gained prestige instead. The best evidence 
of the loyalty and solidarity of organiza- 
tion in M. & T Trust, as a result of the 
successful operation of its employees’ stock 
acquisition plan, is to be seen in the suc- 
cessful so-called “Permanent Sales Depart- 
ment.” This department is entirely separate 
and supplemental to the regular business- 
getting plans and activities of the manage- 
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ment and is purely a voluntary organiza- 
tion of the employees. As a matter of 
fact, however, about one-third of the entire 
organization is extremely active in the 
Permanent Sales Department, aside from 
their regular duties. That the business 
brought in is important to the trust depart- 
ment, and that the whole effort is not con- 
fined to increasing deposits, is indicated 
by the fact that January, 1931, showed that 
the Permanent Sales Department produced 


Training and Education: Schools, 


The Content of a Group Training Course 

A description, in some detail, of the six- 
weeks’ Penn Mutual course which includes 
discussion of fundamentals, psychology, pol- 
icy contracts, selling. Its value has been 
found to lie chiefly in the confidence that 
the new man gets from adequate training 
which develops a proper mental attitude 
toward the business that is absolutely essen- 
tial for success. By Philip O. Works. 
Manager’s Magazine, July-August, 1931, p. 
13:1. 


Our Office Force Goes to School 


Purina Mills operates a highly success- 
ful school with a flexible curriculum, fitted 
to the needs of each year and a current 
enrollment of more than 250. Shortly after 
5 o’clock the students assemble in the com- 
pany cafeteria for dinner—which is “on” 
the company. Shortly before 6 o’clock the 
classes convene for two 50-minute sessions 


Administration: 


What Makes a Good Letter? 


Every effective letter contains: 1. An 
opening that holds the reader’s attention by 
fitting in with his train of thought, thereby 
establishing a point of contact with his in- 
terests, exciting his curiosity and prompt- 
ing him to read further; 2. A description 
or explanation that pictures the proposition 
first by outlining its important features, 
then by filling in the necessary details; 3. 
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$1,310,000 in wills, $171,000 in insurance 
trusts, and $86,000 in living trusts. Aside 
from the sma!l prizes and the wholehearted 
fun of participating in an effort of this 
kind for an organization in which each 
employee feels he has more than an ordi- 
nary interest, bonuses are given by the 
bank for business obtained and retained 
for a considerable period of time. By 
John N. Carver, Jr. The Burroughs 
Clearing House, June, 1931, p. 30:4. 


Libraries, Employee Publications 


with an interval of ten minutes between, 
the school closing at 7:40 p.m. The school 
is in session one night a week—ten before 
the Christmas holidays and ten in the new 
year. 

The enrollment is voluntary. It is se- 
lective, however, since each application 
must be approved by the department head 
and by the personnel director. The teach- 
ers are chosen from the company’s per- 
sonnel. The work is carefully graded and 
at the end of the school year final standings 
are sent to the personnel department and 
recorded in the histories of the employees. 
Certificates are awarded to all satisfactory 
students and the leaders of each class re- 
ceive special recognition. In many cases 
the interest aroused or the knowledge 
gained has led to promotion that other- 
wise would have been retarded or perhaps 
never achieved. By L. E. Frailey. Sys- 
tem, July, 1931, p. 32:1. 


Regulations, Supplies, Communications 


A motive that creates a longing in the 
reader’s mind for what the letter is sell- 
ing; 4. A proof that offers the reader 
guarantee of the truth of the statements; 
5. A penalty that gets immediate action by 
holding over the reader’s head the loss in 
money, prestige or opportunity that will 
be his if he does not act at once; 6. A close 
that tells the reader just what to do and 
how to do it, and makes it easy for him 
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to act at once. The last of a series of 
eight articles on business letters sets forth 
much of the underlying philosophy behind 
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successful direct-mail letter writing. By 
Robert Collier. System, July, 1931, p, 
24 :2. 


PRODUCTION MANAGEMENT 
General: Promotion, Organization, Policy, Development 


Obsolescence Rears Its Head 

A period of business depression accentu- 
ates the obsolescence factor in industry, be- 
cause in such times plants and production 
methods geared to profitable operation at 
peak capacity prove suddenly unable to 
operate with profit on reduced schedules. 
W. J. Austin says that “when new plant 
facilities will more than pay for them- 
selves in lowering operating costs or wider 
markets, the present facilities are obsolete.” 


Plant: Location, Lighting, Heating, 
Plant Modernization Paying a Profit 
Installing modern equipment and sup- 

plies has enabled I. Fischman and Sons, 

manufacturers of soda fountains, to cut 
their floor space to one-fifth of that re- 
quired in an average plant of their type 
with a similar capacity. By William 
Greenberg. Mill Supplies, July, 1931, p. 
18:2. 


New Tools for Old 
The superintendent, manufacturing equip- 
ment department, of Westinghouse describes 
the analysis of machine tools, to determine 
. their effectiveness. By J. R. Weaver. 
American Machinist, July 2, 1931, p. 21:2. 


Management for Made-to-Order 
Manufacture 
Two articles describe the production in 
the Sikorsky Aviation Corporation. The 
general layout is shown, illustrating the 
overlap of two orders going through the 
shop. An idea of the arrangement which 
permits maximum flexibility may be gained 


Obsolescence threatens business on every 
side, from the efficiency of its factory build- 
ings, through the marketability of its mer- 
chandise, the production capacity of its 
machine tools and the methods of its opera- 
tions. The executive who thinks he can 
ignore the plant account and stand pat on 
obsolete buildings, machinery or methods 
is quite likely to find that there is obso- 
lescence even in executives. By Frederick 
A. Van Fleet. World's Work, July, 1931, 
p. 52:2. 


Ventilation 


by even a casual study of this plan. A 
complete layout of the machine shop, list- 
ing machines and locations, as well as sev- 


_eral views of work in process is given. By 


W. A. Coulter. American Machinist, July 
23 and 30, 1931, pp. 157:5; 204:5. 


How About Your Stockroom? 


A discussion of how to calculate the 
space requirements of the stockroom, al- 
lowing for expansion; and advice on lay- 
ing out the room on paper before actually 
arranging it. One of the by-products of 
such a systematic laying out of the stock- 
room is a much more accurate and satis- 
factory perpetual inventory record. By A. 
F. Landsea. Factory and Industrial Man- 
agement, August, 1931, p. 191:2. 


Says Small Plants Could Aid Recovery 


The vice-president of Miller, Franklin 
and Company, Charles H. Hatch, says that 
small manufacturing enterprises, through 
the modernization of plant and equipment, 
planned production, close material control, 
the use of wage incentives and accurate 
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cost finding and budgeting could greatly 
aid in placing business generally on a more 
stable plane. He says that the troubles of 
the average unsuccessful small manufac- 
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turer can be traced almost wholly back to 
ignorance. He urges flexibility and control 
as vital needs to the small manufacturer. 
New York Times. July 12, 1931. 


Industrial Economics: Labor and Capital, Legislation, Wage Theory, Im- 


migration 


Business Looks at Unemployment 


Of all the palliatives and remedies pro- 
posed or applied for alleviating the distress 
of unemployment, it cannot be said that 
any holds promise of curing the disease. 
Ill-assorted and antagonistic as they are un- 
employment and business cannot be forcibly 
divorced. The ailment is a business ail- 
ment, and the remedy, if one is to be found, 
must be a business remedy. An intelligent 
treatment of the unemployment question is 
given. By Julius H. Barnes. Atlantic 
Monthly, August, 1931, p. 238:10. 


Unemployment and the Savings Banks 

The President of the Bowery Savings 
Bank sketches the réle as advisers and 
examples which the savings banks have to 
play in giving the direction to business 
planning. He lists some of the opportuni- 
ties they have of uniting in the solution of 
their common problems of management in 
order that they may show the way in the 
efficient attack on the problem of national 
security of incomes. Thus may the savings 
banks help to institute a policy of planning 
and foresight which is the only correction 
to the unemployment resulting from a dis- 
turbed state of business such as we have 
been experiencing for the past several 
months. By Henry Bruére. Brochure, 
May 20, 1931, 24 pp. 


Political Insecurity as a Factor in 
Business Depression 

The following points are made: 1. Po- 
litical insecurity is not only bad for busi- 
ness in the country whose government is 
insecure but also, wherever that country 
may be, it is bad for American business; 
2. political insecurity, wherever it may be, 
is one of the important obstacles in the way 


of preventing the recurrence of grave busi- 
ness depressions ; 3. forcible intervention by 
our government in the affairs of a foreign 
country for the purpose of making its gov- 
ernment more secure is a specious remedy. 
By Arthur Norman Holcombe. Proceed- 
ings of the Academy of Political Science, 
June, 1931, p. 360 :9. 


Causes of Depression 


The major ones are: the waste of human 
life and wealth in the great war; the debts 
and indemnities and transfers of sove- 
reignty consequent upon the war; the eco- 
nomic war on tariffs and subsidies which 
followed and continues to this day. 

It is suggested that the cure lies in hard 
work and thrift in our private lives; in an 
effective demand on our governments, na- 
tional, state and municipal, that they too 
stop squandering our money and reduce 
our taxes and public debts; and in an 
effective demand on the governments of all 
nations, including our own, to stop this war 
of tariffs and subsidies with which they are 
strangling the world’s trade. By Russell 
C. Leffingwell. Proceedings of the Acad- 
emy of Political Science, June, 1931, p. 
331 :1. 


Overproduction and Business Cycles 

An exorcism of the ghost of overproduc- 
tion as the cause of economic crises and 
depressions. By Carl Snyder. Proceedings 
of the Academy of Political Science, June, 
1931, p. 333 :27. 


Industrial Conditions in Russia 
Handicaps under which the Soviet is 
laboring are described by an engineer who 
had the opportunity to observe Russian in- 
dustry for 18 months. While good man- 
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agement is more important than perfect 
equipment, other elements are also essential, 
such as initiative properly exercised through 
some functional division of responsibilities. 
An adequate system of reward is lacking, 
as well as technical engineering skill. It 
will be interesting to watch the proposed 
New Economic Policy which involves the 
principle of individual leadership and ulti- 
mate responsibility vested in the head di- 
rector. By W.N. Polakov. American Ma- 
chinist, July, 1931, p. 215:2. 


The Long-Range Outlook in Industrial 
Relations 

Observation of the effect of the last two 
. depressions on personnel work would seem 
to indicate that a sound personnel program 
has much to contribute to business recovery. 
With the revival of business activity in- 
creasing attention will be paid to cost re- 
duction and expansion of consumer pur- 
chasing power and wage systems will be 
developed to increase earnings and output 
simultaneously. Measures to mitigate un- 


employment will have to be devised and 


practised for some time. Employee repre- 
sentation plans, which suffered during 1921, 
have held their own during the present 
situation. It is becoming more and more 
necessary to see labor policies from the 
economic and financial as well as from the 
humanitarian viewpoint. This is especially 
true in the matter of pensions and other 
relief measures. By E. S. Cowdrick. Iron 
Age, July 9, 1931, p. 79:4. 


Recommendations for Handling 
Unemployment 


Eight recommendations for the handling 
of unemployment relief have been made by 
the Community Development Committee of 
the New England Council. The immediate 
recommendations to communities are: 

1. Require work of all able-bodied men 
receiving relief unless demands exceed all 
possible opportunities for providing work. 

2. Pay for public work out of public 
funds, and only as a last resort from pri- 
vate subscriptions. 

3. Adopt those public works having the 
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highest ratio of jobs to total expenditures, 
rather than projects creating relatively few 
jobs. 


4. Organize campaigns to get house 
holders to have work done, rather than 
leave it to the jobless themselves or to 
builders and artisans to develop this work. 


5. Recognize the needs of so-called 
“white collar’ workers and provide work 
for them as well as for laborers. 

Recommendations for stabilization are: 


1, That every industrial community in 
New England know at all times the degree 
and trend of local employment. 

2. That cities and towns plan their pub- 
lic works over an extended period of time, 
so that expenditures can be increased or 
decreased according to the need for pro- 
viding employment. 

3. That there be in every industrial com- 
munity in New England some permanent 
organization to plan for and guide the 
community in an intelligent long-time pro- 
gram of keeping the number of workers 
and the number of jobs as closely balanced 
as possible. Industry, July 4 1931, p. 1:1. 


Effective Competition 


Destructive competition is an enigma to 
most people today. As construed by the 
framers of the anti-trust laws it was any- 
thing which precluded the entrance of new 
enterprises into the field of business or de- 
prived existing business institutions of a 
fair opportunity to secure their share of the 
business. According to President Hoover, 
effective competition is a degree of compe- 
tition which insures progress. It certainly 
is not the purpose of our system to produce 
a competition which gives rise to peaks and 
valleys of capital-labor employment. These 
violent fluctuations in business are no 
longer inevitable. The capitalistic nations 
have acquired the power to produce a gen- 
eral surplus. They can make competition 
effective by resisting the forces which de- 
stroy the stability of our industries and 
threaten to reduce to poverty all those 
within them. 

Capitalism is at the crossroads. Con- 
scious limitations must be introduced into 
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the competitive principle to take the place 
of the inherent limitations whch originally 
existed in wealth and population. We re- 
quire a new conception of competition ; one 
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that will give permanence and regularity 
to purchasing power. By Scoville Hamlin. 
Commerce and Finance, August 5, 1931, p. 
1128 :3. 


Training and Education: Schools, Libraries, Apprenticeship, Employee 


Publications, Bulletin Boards 


Training Workers to Become “Accuracy 
Minded” 

When a company makes a product of 
such intricacy that accuracy and extreme 
skill are prime essentials in its workmen, 
the training of workers becomes more than 
the usual apprenticeship procedure. First 
of all, workers on such a job must become 
“accuracy minded,” so that rigidly main- 


tained standards may be adhered to. The 
Bell & Howell Company (motion picture 
equipment) has developed an educational 
program that offers suggestions to other 
companies whose requirements in manufac- 
turing are similarly exacting. It is ex- 
plained and some of the record and report 
forms used are illustrated. By William F. 
Kruse. Iron Age, July 23, 1931, p. 229 :6. 


Benefit Systems and Incentives: Pensions, Vacations, Profit Sharing, 
Wage Plans, Suggestions, Stock Ownership 


For Group Insurance, see Insurance Section 


Wage Incentive Applications in the 
Western Electric Company 


Labor grades are used by employment 
departments of Western Electric Company 
for hiring help; they are used by the fore- 
men in classifying the employees and ad- 
justing their rates of pay; they are used in 
estimating the labor costs of new products ; 
and they supply the base rates for the de- 
termination of incentive rates. 

After determining the base rates of com- 
pensation in the manner described, stand- 
ards of output are established for the oper- 
ations, to be used in setting incentive 
rates which will yield equitable earnings. 
These are called “Time Standards.” 

In general, forms of incentive compensa- 
tion used by the Western Electric Company 
may be divided into two groups: individual 
payment and group payment. Under both 
of these divisions, the Western Electric 
operates on the so-called “straight line” 
Principle of compensation exclusively, in 
which the remuneration is directly propor- 
tional to group or individual output. and in 
which the full labor benefits resulting from 


increased production are paid to the work- 
men. The most commonly used forms of 
this direct incentive compensation are piece 
work, standard time, and premium. In ad- 
dition, Western Electric also operates a 
task and efficiency rating plan. In all of 
these plans, the day rate or base wage is 
guaranteed. 

Individual incentives have considerable 
merit in the directness of their appeal and 
usually result in higher levels of individual 
efficiency. This feature stamps the indi- 
vidual basis of remuneration as the most 
desirable to the ambitious worker on classes 
of work which permit a direct measurement 
of individual output. For these reasons, 
Western Electric favors its application 
where feasible. By William F. Hosford. 
N. A. C. A. Bulletin, July 1, 1931, Section 
I, p. 1759 :16. 


Maintenance Problems Incidental to the 
Operation of Wage Incentive Systems 
Experience has shown that the satisfac- 
tory operation of a wage incentive plan is 
dependent upon: 1. A sound, logical scheme, 
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suitable for the specific business; 2. Thor- 
ough understanding of the principles; 3. 
Good time-studies; 4. An earnest desire to 
make it successful. 


The causes of practically all troubles 
which arise after a system has been in op- 
eration for some time are discussed: inade- 
quate time study; improper grouping; 
change in supervisory personnel; lack of 
standard practice instructions; tendency to 
change the system; wrong type of incen- 
tive; excessive allowances; over-simplifica- 
tion. By H. H. Flagg. The Foreman and 
Industrial Executive, July-August, 1931, p. 
10:1. 


Shop Methods: 


Listerine Handling System Planned with 
Eye to Future 

In the Lambert plant the materials han- 

dling equipment has been planned to pro- 

vide the highly desirable element of flexi- 


bility. Provision has been made through- 
out for the addition of more machinery at 
strategic points when need arises. Further 
allowance for production increase was 
made in the machinery wherever possible 
by constructing it so that its speed may be 
increased without loss of efficiency. The 
result has been that this plant is without 
question one of the most efficient and mod- 
ern pharmaceutical manufacturing plants in 
the world, in spite of the fact that it has 
been in operation almost two years. By 
Emory C. Woodward. Materials Handling 
and Distribution, August, 1931, p. 22:3. 


Use of Standards Will Yield Profits 

The Secretary of the American Stand- 
ards Association, Dr. P. G. Agnew, says 
that the answer to the producer’s question 
of whether he can continue to produce at 
present price and wage levels depends 
largely upon the extent to which he is will- 
ing to utilize standards in the various 
branches of his industrial operations. While 
the greatest economies are obtained when 
an industry as a whole decides upon stand- 
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Is Profit Sharing Profitable in a Medium 
Sized Company? 

“In the long run, the greatest gain to 
one party to a contract is realized when it 
also bestows the greatest gain to the other.” 
This, according to the treasurer, The 
Waverly Press, epitomizes the results 
achieved by this company during a decade 
of sharing its profits with employees. How 
each employee’s share was determined by 
establishing an efficiency rating, and how 
the incentive to do more and better work 
has increased thereby, is related. By Wil- 
liam M. Passano. Executives Service Bul- 
letin, July, 1931, p. 5:1. 


Industrial Engineering, Standardization, Waste, Rate 
Setting, Time and Motion Study 


ards of quality and products, a manufac- 
turer acting on his own initiative can ac- 
complish a great deal within his own plant. 
Standard specifications on over 10,000 ma- 
terials and manufactured products and sup- 
plies have been compiled and information 
regarding them is available to all manu- 
facturers. Important savings in purchasing 
ranging from 10 to 75 per cent are possible 
through the use of such standards but only 
a small percentage of manufacturers are 
using such data to advantage. New York 
Times, July 12, 1931. 


The Gantt Chart in Russia 


An account of the introduction of records 
in a plant in Russia and the results ob- 
tained. By W. N. Polakov. American 
Machinist, August 13, 1931, p. 261:4. 


Scientific Rate Setting Reduces Foundry 
Costs 


A good wage incentive system should 
reduce the labor cost in the average day- 
work foundry 25 per cent. The writer 
points out why scientific rate setting on 
molding and core-making operations is im- 
portant as a means of reducing and con- 
trolling direct labor costs, as a basis for 
standard cost finding, and as a basis for 
exact estimating. By T. M. Harrison. The 
Iron Age, July 2, 1931, p. 10:3. 
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Research and Experiment 


Establishing a Process Research Depart- 
ment 
The need of a process research depart- 
ment, the qualifications requisite in the per- 
sonnel of such a department, and an out- 
line of the work of a process research de- 
partment are among the topics discussed in 
this report. By Albert Parker. General 
Series No. 9, Management Research 
Groups, 1930, 30 pages. 


Research Gave Us a New Product 

Disappearing markets require thousands 
to find new work for idle machinery. 
United Plywood Corporation did not try to 
enter fields already preémpted by well- 
established competitors. It applied organ- 
ized imagination—research—and developed 
a radically new and better product. By 
Thomas D. Perry. Factory and Industrial 
Management, July, 1931, p. 40:2. 


MARKETING MANAGEMENT 


Distribution Problems of the Oil 
Industry 

In the first of two articles, the Assistant 
to the President of the Standard Oil Com- 
pany of Ohio describes the situation in their 
industry, and says that it seems to be one 
of the ironies of most new businesses hav- 
ing a rapidly increasing demand, that the 
high rate of profit in the early stages at- 
tracts into them a rush of capital that does 
not cease until long after the reasonable 
needs of new capital, on which a fair re- 
turn can be earned, have been met. By 
Sidney A. Swensrud. Harvard Business 
Review, July, 1931, p. 389:11. 


A Market Research Bibliography 


References to publications on market 
analysis, principles and methods; to statis- 
tical sources of general market statistics ; 
and to reports of specific investigations in 
the fields of marketing, markets, commodi- 
ties and administration are to be found in 
this very useful bibliography on Market 
Research. Bulletin No. 38. Bureau of 
Business Research, University of Illinois, 
September, 1931, 75 pages. 


The Automobile Industry Tackles An- 
other Merchandising Problem 
The threatened break-down of the dis~ 
tributing machinery emphasizes the im- 
portance of real independence in the dealer 
organization. The dealer has never had the 


chance to develop his own independent in- 
itiative and responsibility because he has 
been the manufacturer’s representative and 
bound by the specific restrictions of a con- 
tract. By Roy W. Johnson. Printers’ Ink, 
July 9, 1931, p. 115:4. 


What Do We Know About Selling 
Costs? 

The cost of selling expense is still Dark- 
est Africa in most businesses. A complete 
merchandising plan must include: 

1. A product with proper user and con- 
sumer appeal, with certain features where 
possible, providing at least talking points 
as to superiority over competing products. 

2. Knowledge of market, including: 
total; competitive influences; territorial 
depths; seasonal influences; and prospect 
lists graded to eliminate uneconomic ac- 
counts, those controlled by competitors, or 
where it is impossible to render service 
equal to that of a competitor. 

3. Definite program for promotional and 
sales activities to cover the economic sec- 
tion of the market selected. Each step of 
this phase should be carefully costed in 
terms of varying depths of conditions of 
the market, and in terms of successive steps 
of volume increase. Advertising is one 
phase naturally included under this sec- 
tion. In setting up the advertising program 
the first requirement is to determine the 
definite purpose of advertising and the spe- 
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cific result it is desired that it should ac- 
complish at a definite cost. Only when a 
definite task for advertising is defined, the 
effort scheduled and results measured, can 
advertising be utilized intelligently. 

4. The production program must be set 
up to provide the necessary volume of sales 
at the proper times. 

5. The financial program must be set up 
to finance properly with the minimum capi- 
tal requirements both the production and 
sales programs. 

6. All phases must be consolidated in a 
budget built upon the foundation of the 
expected sales results showing the break- 
down of the sales dollar for every item of 
cost and expense, with resultant profit cal- 


culated to return an adequate return on the 
capital employed. 

7. The last step of the merchandising 
problem is to establish control methods 
which show periodically a comparison of 
actual costs, expenses and results against 
budgeted costs, expenses and results. By 
Carle M. Bigelow. Class and Industrial 
Marketing, July, 1931, p. 40:4. 


Trade-Mark Owners Get More 
Protection 


The court of Customs and Patent Ap- 
peals, in recent decisions, shows a deter- 
mination to prevent confusion in Trade. 
By E. B. Weiss. Printers’ Ink, July 9, 
1931, p. 89:3. 


Buying, Receiving, Storing, Shipping 


Packing Supply Study to Be Made by 
Stores : 


A detailed study of the proper specifica- 
tions from the standpoint of store per- 
formance for retail wrapping and packing 
supplies will shortly be undertaken by the 
store managers’ division of the National 
Retail Dry Goods Association. In making 
these studies the committees will confer 
with representative manufacturers in order 
that proper consideration may be given to 
technical problems and production so that 
the committees’ recommendations may re- 
flect the most economical procedure from 
the standpoint of the supply industry as a 
whole. New York Times, July 12, 1931. 


Choosing the Correct Shape for the 
Package 

Seven factors must be checked in deter- 
mining package shape: the package should 
be easy to make; easy to handle; easy to 
pack; easy to store; easy to look at; easy 
to sell; easy to use. Research is inexpen- 
sive when compared to the money it may 
save. Consumers should be given a chance 
to help in determining the shape. The re- 
tailer is sometimes more important than the 
consumer. Illustrations of good, bad and 
indifferent packages are given. By C. B. 


Larrabee. Printers’ Ink Monthly, August, 
1931, p. 35:4. 


Sales Promotion: Letters, House Organs, Advertising 


The Magic Touch of Color and Design 


With effective national distribution, Can- 
non Mills decided that sales could be in- 
creased by making the housewife “towel 
conscious.” Describing the elaborate pro- 
gram of redesigning, which this company 
undertook to make towels more appealing 
to the housewife through the use of at- 
tractive colors and greater “style,” the Vice- 
President and Treasurer states that it was 


expensive, but proved to be amply justified 
by the results. By Frederic A. Williams. 
Executives Service Bulletin, June, 1931, p. 
pe a 


Gives Key Dealers Sales Ideas Picked 
from Tested Plans 

L. C. Smith & Corona Typewriters, Inc., 

have compiled a book for dealers in the 

upper strata, or doing 80 per cent of its 
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business. Complete information on how to 
use 20 to 25 selected sales ideas is given 
in this manual, which helps dealers to se- 
cure prospects ; to add display value to store 


281 


and window displays; to give additional in- 
terest to a demonstration; to increase a 
machine’s utility value to the user. Print- 
ers’ Ink, July 2, 1931, p. 54:2. 


Salesmen: Selection, Training, Compensation. 


How to Analyze the Salesman’s Daily 
Work 

A comprehensive system of reports and 
records used by a company making auto- 
motive accessories is described. Valuable 
material for field and home office use is 
produced in this way which may be profit- 
ably analyzed. In this follow-up of sales- 
men for better results, while chief stress is 
placed on the sales cost percentage, a peri- 
odical check-up is also made from the angle 
of sales through various outlets, sales by 
product groups, ratio of calls to sales, time 
spent on promotion work, and the effort 
directed toward securing new accounts. By 
E. B. Weiss. Printers’ Ink, July 16, 1931, 
p. 49:5. 


Retailing 


They Want Their Money Back 


During 1930 between 16 and 17 per cent 
of the net sales made in department stores 
throughout the country were returned. 
Two-thirds of these returned articles came 
back by truck at the purchaser’s request. 
A story of some of the unscrupulous prac- 
tices of women shoppers in returning de- 
partment store purchases. By Helen 
Peffer and Juna Newton. Atlantic Month- 
ly, August, 1931, p. 181:5. 


Retailing Needs Better Brains 


A discussion of the weaknesses of present 
department stores and a suggested cure. 
By Walter Hoving. Nation’s Business, 
August, 1931, p. 33:2, 


Art Serves a Merchant 
In the belief that the customer has a 
right to expect good taste in surroundings 
as well as in merchandise, the Kaufmann 
Stores completely rebuilt its first floor as 


Six Questions About the Operation of 
Salesmen’s Cars 


Eighteen fleet operators answer these 
questions: Should the salesman or the com- 
pany own the car? What should be the 
operating cost per mile? What kind of 
insurance should be carried? What should 
be the company’s attitude toward repairs 
and repair costs? How complete should 
the record system be? Should salesmen be 
allowed to use the cars for their own 
pleasure driving? The general average 
mileage cost is 6 cents. All insurance 
except collision should be carried. Re- 
pairs should come out of the salesman’s 
allowance. Very complete records are 
essential. By Don Gridley. Printers’ Ink, 
July 16, 1931, p. 17:4. 


part of a project eventually to extend 
throughout the building. In this article, 
the President cites esthetic reasons for the 
nature of the change and lists such advan- 
tages as smoothly flowing traffic, wide 
range of display, and economy and efficiency 
of handling and storage. By Edgar J. 
Kaufmann. Executives. Service Bulletin, 
July, 1931, p. 7:1. 


A Study of Weights in Grocery Stores 
in Durham, N. C. 

This investigation indicates that the chain 
stores in Durham are giving more accurate 
weights on bulk ~ commodities than inde- 
pendents. Their overweights were smaller 
on the average and their shortages were 
fewer in number. The exact weight re- 
quested was given on 18 per cent of the 
purchases from chain stores and on none 
of the purchases from independents. The 
monetary loss occasioned by short weights 
on the bulk purchases from each group— 
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six cents on chain-store purchases and fif- 
teen cents on commodities bought from in- 
dependents—was more than offset by the 
added value of the overweight commodities 
for the group. Thus, so far as this in- 
vestigation could determine, it is evident 
that blanket charges of dishonesty in 
weighing directed at either group as a 
whole are unjustified. Since even the two 
small independent stores shopped were 
equipped with computing scales of stand- 
ard makes, it would appear that none of 
the shortage in weight resulted from the 
use of obsolete weighing devices. 

In the examination of the 24 branded 
articles no evidence was found that would 
lead to the conclusion that special con- 
tainers are being packed for chain stores. 
It is difficult to believe that any reputable 
manufacturer, who has a_ well-established 
demand for a packaged food bearing his 
brand name, would consider jeopardizing 
the consumer good-will, which it has taken 
years to build, by distributing to a portion 
of his consumer customers a product in- 
ferior in quality or short in weight. By 
Malcolm D. Taylor. Harvard Business Re- 
view, July, 1931, p. 443 :13. 


Independent Stores Versus Chains in the 
Grocery Field 

It appears that what we have been call- 

ing the struggle between the independent 

stores and the chains is part of a funda- 

mental, evolutionary change in the field 

of distribution. It is a change from a 


Wholesaling 


The Wholesale Grocer’s Private Brand 


An inquiry was conducted by The United 
States Printing & Lithograph Company, in 
order to secure from the Wholesale Grocers 
of the United States a “cross section” of 
their experience with private brands. The 
results of this investigation indicate an in- 
crease in the use of private brands during 
the past five years, both in number of items 
as well as sales volume in relation to total 
business done. Of the 194 users of pri- 
vate brands covered by this investigation, 


small-scale system organized on an indi- 
vidual basis to a system where operations 
are carried on upon a large scale, are more 
thoroughly integrated, are marked by con- 
siderable specialization of labor, and are 
organized in accordance with corporate 
ideas. In other words, we appear to be 
witnessing in distribution something which 
is closely akin to the Industrial Revolution 
in the field of production. A mechanism 
which no longer meets our needs is being 
displaced by one which operates at smaller 
unit costs and which, all things considered, 
serves more satisfactorily. The change is 
disturbing and painful, but apparently it is 
desirable and irresistible. By Carl N. 
Schmalz. Harvard Business Review, July, 
1931, p. 431 :12. 


How Johnson & Johnson Are Capitaliz- 
ing Open Display 

Merchandising service and other helps 
have made possible the distribution of 
nearly 2,000 display tables. In order to 
get as many dealers as possible to use this 
table several different methods of selling 
the advantages of open display were used. 
A manual called “Modern Drug Store Mer- 
chandising” was created. All salesmen are 
solidly behind the plan, and there is a mer- 
chandising service department in charge of 
a man who has had considerable experience 
in increasing retail sales by means of better 
arrangement. By C. B. Larrabee. Print- 
ers’ Ink, July 23, 1931, p. 25:3. 


156 or 80.4 per cent estimate their sales 
volume on such items as more than half 
their entire business. An inquiry conducted 
by the Marketing Service of The United 
States Printing & Lithograph Company, 
January, 1931, 9 pages. 


Grocery Wholesaling in Illinois from 
1900 to 1929 

A statistical study of: number and clas- 

sification of grocery wholesalers in Illinois; 

grocery jobbing points in Illinois outside 
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of Chicago; lines carried by grocery whole- 
salers in Illinois; capital of grocery whole- 
salers in Illinois per capita investment. 
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Bulletin No. 36, Bureau of Business Re- 
search, University of Illinois, July, 1931, 
45 pages. 


Books Received 


Cc. P. A. Review Answers to Questions 
and Solutions to Problems. By Sidney 
G. Winter. Prentice-Hall, Inc., New 
York, 1930. 763 pages. $7.50. 

Psychopathology and Politics. By Har- 
old D. Lasswell. University of Chicago 
tress, Chicago, 1930. 285 pages. $3.00. 

Statistical Tables and Graphs. By Bruce 
D. Mudgett. Houghton Mifflin, Boston, 
1930. 194 pages. $1.75. 


Gilmartin’s Business Speller. By John 
G. Gilmartin. Prentice-Hall, Inc., New 
York, 1929. 159 pages. 50 cents. 


Tax Diary and Manual For 1931. Pren- 
tice-Hall, New York, 1930. ° 240 pages. 
$6.00. 

Argumentation and Debate. By Cari G. 
Miller. Chas. Scribner’s Sons, New 
York, 1930. 263 pages. $1.20. 
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Survey of Books for Executives 


University Education for Business. By 
James H. S. Bossard and J. Frederic 
Dewhurst. University of Pennsylvania 
Press, Philadelphia, 1931. 578 pages. 
$5.00. 

At the meeting of the American Associa- 
tion of Collegiate Schools of Business in 
May, 1930, in discussing means for the 
evaluation of present business curricula, 
your reviewer made a suggestion somewhat 
in these terms: “The value of your training 
of men in collegiate education for business 
is manifested in their later performance. 
You want to know how they perform, how 
they react to their new environment, and 
whether they respond correctly to the stim- 
uli which come to them in meeting the 
problems of business. And performance, 
after all, is the only test. Wouldn’t the 
simple solution be to ask them how they 
perform; what they actually do in busi- 
ness?” After this there was some discus- 
sion of a procedure which would result 
in a fundamental job analysis from the 
experience of a reasonably large number 
of graduates, which could be broken down 
into their fundamentals and used as a means 
for checking the values inherent in the 
present curricula of collegiate schools of 
business. After the meeting, a member of 
the Association asked the reviewer if he 


knew of the investigation then being car- 
ried on by Professors Bossard and Dew- 
hurst, and he was forced to confess igno- 
rance. 

Naturally, with these views, it is impos- 
sible to do otherwise than give high en- 
dorsement to the authors of “University 
Education for Business” for the thorough- 
ness and the high standards maintained 
throughout their investigations. Intimate 
contact was made with the faculties of col- 
legiate schools of business, with executives 
in business and industry, and with gradu- 
ates, particularly those of the Wharton 
School of Finance and Commerce. With 
the latter group, the suggestion noted above 
was essentially a part of the procedure. The 
authors have flashed the light of construc- 
tive criticism received from these sources 
on the serious problems facing the faculties 
of collegiate schools of business. Their 
interpretations and conclusions, based upon 
factual data, seem, almost without excep- 
tion, sound and helpful. 

One of these minor exception’s illustrates 
how fearful and wonderful are statistics. 
In an attempt to relate undergraduate ex- 
periences to future success in life, Profes- 
sor Dewhurst, in reviewing the effect of 
scholarship (indicating intellectual capac- 
ity) on later success as measured by salary, 
discussed two recent important studies in 
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this field which give diametrically opposed 
results. One, that scholarship has real 
predictive value for future success in busi- 
ness, and the other, that it has no influ- 
ence! The different earnings found in 
different. occupations, however, substan- 
tially affected the results of the second 
study, as Professor Dewhurst states. It 
covered, moreover, only men less than eight 
years out of college, among whom acci- 
dental factors are likely to play a large 
part. In certain types of work, such as 
salesmanship, social traits are undoubtedly 
quite as important as intellectual ones. But, 
to one viewing the business problem of 
today from within, it is hard to conceive 
that a high premium should not be placed 
on intellectual capacity in its administrators. 

Turning to the consideration of the pres- 
ent curricula of collegiate schools of busi- 
ness, one is confused by the large number 
of courses offered, many of them in highly 
specialized fields. This situation ‘seems to 
give the authors most concern, and yet, they 
note a very encouraging trend in the direc- 
tion of a more simplified and fundamental 
curriculum. The chief difficulty which 
faces the faculties of collegiate schools of 
business is the determination of, and agree- 
ment upon the fundamentals of a business 
curriculum. Are they the strictly business 
fundamentals of production, distribution, 
finance, and personnel? Or should the 
fundamental bases be the social sciences, 
just as mathematics, physics, and chemistry 
are now the fundamentals of engineering 
education? Probably, and the authors seem 
to indicate this, the fundamentals lie in the 
social sciences—economics, politics, psy- 
chology, history, and now that the human 
element is bulking so large in the problems 
of business, do we dare suggest the basic 
science of biology? If the social sciences 
are accepted as the fundamental bases, let 
the teaching of these subjects be developed 
through illustrations drawn from the funda- 
mentals of business. There seems consider- 
able justification for placing this interpreta- 
tion on the views of the authors of this 
book. 


A carping critic might detect a tendency 


on the part of the authors to over-evaluate 
the importance of personality and its de. 
velopment as an educational objective 
None will deny the value of personality in 
its correct definition, but it is believed that 
all good business executives would agree 
that knowledge and the ability to do the 
job are the important factors in business 
success. Without devoting time and spe- 
cialized courses to this development, could 
it not be left to the influence of the uni- 
versity environment, the consciousness on 
the part of all faculty members of its im- 
portance, with obligation to contribute 
thereto, with assistance from personnel de- 
partments which are developing in many 
universities and colleges. 

Here is a significant contribution to the 
problem of the development of men for 
useful and successful careers in business 
and industry. This problem is as vitally 
interesting to business executives as to fac- 
ulty members. The authors have empha- 
sized time and again that the business cur- 
riculum should be built up in the interests 
of the student and of business. If the busy 
executive will find the time to read this 
book, he will be repaid with interest, and 
be brought to a realization of the need for 
ever closer cooperation between business 
and business education. 

R. I. Rees, Assistant Vice-President, 

American Telephone & Telegraph Co. 


Chain, Group and Branch Banking. By 
Virgil Willit. H. W. Wilson Co., New 


York, 1930. 346 pages. $2.40. 


The lines of discussion on the merits 
and demerits of chain, group and branch 
banking are sharply drawn. One faction 
objects to branch and group banking on 
the ground that, first, it places the control 
of the finances of the people in the hands 
of a small group of bankers, thus creating 
a situation which will become menacing if 
the management falls into incompetent or 
corrupt hands; second, it removes to a 
large degree the interest that a banking 
institution should have in the community 
that supports it; and third, it carries the 
added weakness of vitiating the double lia- 


bility 
prote 
vidua 
ing Cc 


war @ 


re ea oe ae ae | 





SURVEY OF BOOKS FOR EXECUTIVES 


bility of stockholders now serving as a 
protection to the depositors of the indi- 
yidual bank by substituting therefor a hold- 
ing company which has no assets other than 
stock issued by the individual banks. 

The other faction, apart from acknowl- 
edging generally the benefits accruing from 
branch and group banking, such as econ- 
omies in operation, reduction in overhead 
expenses, greater mobility of capital, and 
a tendency towards an equalization of in- 
terest rates, also insist that serious consid- 
eration must be given to certain general 
forces that recently have made their ap- 
pearance in our business régime. Since 
it is freely admitted that the swiftly chang- 
ing economic conditions in United States 
have tended toward the grouping and cen- 
tralizing of business and industry, it is as- 
serted that concentration of banking facili- 
ties is an inevitable concomitant. 

Professor Willit has exercised balanced 
judgment and a nice discretion in making 
this compilation. It would have helped 
the business man and the student, who 
have only a casual interest in this topic, 
were more statistical tables excerpted from 
the recent Hearings before the House Com- 
mittee on Banking and Currency. There 
is an index. 

Frank Parker, Professor of Finance, 
Wharton School of Finance & Commerce, 

University of Pennsylvania. 


Use and Occupancy Insurance Simpli- 
fied. By Howard Campbell. The Spec- 
tator Company, New York, 1931. 70 
pages. $1.00. 

Intended as a detailed primer for the in- 
surance salesman or broker this descrip- 
tion will serve as a helpful reference to 
the purchaser who needs a simple explana- 
tion of what the policy includes in order 
to compute the amount of coverage that 
should be carried. A chapter on use and 
occupancy values contains a complete list- 
ing of the expense items that continue dur- 
ing the interruption. The policyholder’s 
responsibilities in connection with replace- 
ment of buildings and equipment are also 
outlined. 
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About Russia. By Ernest J. P. Benn. D 
Appleton & Co., New York, 1930. 168 
pages. 

A well-known defender of private enter- 
prise as opposed to Socialism in all its 
forms attempts to prove in this volume that 
Bolshevism as an economic system is un- 
workable and absurd. He paints a sorry 
picture of conditions resulting from the 
Russian experiment. The fact that he has 
written his book without having visited 
Soviet Russia he explains on the grounds 
that observation from afar has afforded him 
a better opportunity to a right understand- 
ing of his subject than were he to have 
gone to Russia, where, he says, as an 
investigator he would have received only 
strictly censored information. 


The Secretary’s Handbook. By Sarah 
Augusta Taintor and Kate M. Monro, 
Macmillan, New York, 1930 (revised). 
372 pages. $3.50. 

Part I of this manual contains rules of 
good usage with illustrations of correct 
form in relation to capitalization, punctua- 
tion, division of syllables, italics, figures, 
spelling, abbreviations, etc. Part II is de- 
voted to examples of various types of let- 
ters, business, social, official, and other 
business forms, directions for preparation 
of manuscript for publication, proofread- 
ing, making of indexes and compiling of 
bibliographies. 


Policy and Ethics in Business. By Carl 
F. Taeusch, McGraw-Hill Book Co., Inc., 
New York, 1931. 624 pages. $5.00. 

No one who has never attempted it can 
realize how hard it is to write interestingly 
and informingly on the subject of business 
ethics—or ethics in the field of business 
situations, which would be a more accurate 
designation. Particularly when one is anx- 
ious to leave the field of philosophy and 
personal opinion and embark on the sub- 
ject from the point of view of objective 
data, the difficulties are even greater. It is 
this desire to keep his study objective which 
has perhaps necessarily made Professor 
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Taeusch’s book somewhat unduly legalistic 
in content, and a little hard to read. 

Certainly whatever else he does, he makes 
the reader feel the complexities of the sub- 
ject and the difficulty of arriving at satis- 
factory decisions as to what may be con- 
sidered ethical. From my point of view, 
the book suffers from taking a too static 
view of the problem. Although it is true 
that, as the author says, “Business ethics 
cannot be understood apart from a knowl- 
edge of business facts,” I cannot myself 
agree with the further premise that “The 
existential value of the latter (i.e., facts) 
is such as to warrant the presumption that 
tried business behavior and cumulative 
business experience are the determinants 
of a sound system of business ethics.” 

Had the author seen fit to give attention 
to such questions as, “What makes a prob- 
lem ethical?” “How are ethical standards 
built up?” and “Must not a science of 
ethics be built up experimentally?” the 
whole study would have been more dynamic 
and more illuminating. As it is, the reader 
will gain an admirable impression of a 
wide range of problems in which the author 
has found ethical difficulties arising. And 
it is perhaps too much to expect that at this 
day he should be able to make any more 
definite pronouncement than he does about 
the “rightness” of the issues he discusses. 

Orpway Teap, Editor, Business Books, 


Harper & Brothers. 


Toward Civilization. Edited by Charles 
A. Beard. Longmans, Green and Co., 
New York, 1930. 307 pages. $3.00. 


Authorities in their various fields have 
contributed the following chapters to a 
volume which views modern civilization 
from another angle than “Whither Man- 
kind”: “The New Age and the New Can,” 
by Ralph E.' Flanders; “Science Lights 
the Torch,” by Robert A. Millikan; “The 
Spirit of Invention in an Industrial Civil- 
ization,” by Elmer A. Sperry; “Power,” 
by C. F. Hirshfeld; “Transportation,” by 
Roy V. Wright; “Communication,” by 
Lee de Forest; “Modern Industry and 
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Management,” by Dexter S. Kimball; 
“Agriculture,” by Thomas D. Campbell; 
“Engineering in Government,” by .L. W. 
Wallace; “Art in the Market Place,” by 
Richard F. Bach; “The Machine and 
Architecture,” by Stephen F. Voorhees 
and Ralph T. Walker; “Work and Leis- 
ure,” by Lillian M. Gilbreth; “Education 
and the New Age,” by William E. Wick- 
enden; “Machine Industry and Idealism,” 
by Michael Pupin; “Spirit and Culture 
under the Machine,” by Harvey N. Davis, 
The editor summarizes with a chapter 
on “The Planning of Civilization.” 


Labor and the Sherman Act. By Edward 
Berman. Harper & Bros., New York, 
1930. 332 pages. $3.00. 


This is an analysis of the legal status of 
labor unions under federal anti-trust legis- 
lation. Professor Berman presents the 
events leading to the enactment of the Sher- 
man Law, the conflicts between organized 
capital and organized labor, an interpreta- 
tion of the background and significance of 
the labor clauses in the law. Appendices 
to the text give a copy of the law, lists of 
various cases involving it, and some of 
their histories. 


Business Life Insurance Trusts. By C. 
Alison Scully and Franklin W. Ganse. 
D. Appleton & Co., New York, 1930. 
277 pages. $2.50. 


Issued as a member of a series of studies 
on the economic and social significance of 
life insurance which is under the editorship 
of Professor Huebner, this volume dis- 
cusses a relatively new application of life 
insurance that has developed extensively 
during the last ten years. The what and 
why of creating life insurance trusts for 
business owners and executives is con- 
sidered from the viewpoint of the busi- 
ness man and his organization, the insur- 
ance underwriter, and the trust officer. 

The use of this instrument to maintain 
the stability of a business organization in 
spite of changes in the personnel of owner- 
ship or management is lucidly described. 
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In the section devoted specifically to the 
corporation and life insurance policies there 
is an explanation of arrangements for in- 
surance protection, distribution of policy 
proceeds, the laws on income and inheri- 
tance taxes, payment of premiums either by 
the insured individual or the corporation, 
and allowances and reimbursements for 
premiums paid. 


——— 


Department Stores. By Boris Emmet. 
Stanford University Press, Stanford 
University, Cal., 1930. 214 pages. $4.00. 
This is not a technical treatise on de- 

partment stores but in the words of the 
author “a critical study of the most out- 
standing institution of old retailing.” It 
is primarily a study, from a general busi- 
ness point of view, of the causes underlying 
the present unsatisfactory condition of de- 
partment stores. 

Proceeding on the assumption that a 
correct diagnosis of the causes responsible 
for present maladies of department stores 
should be made prior to an attempt to 
formulate cures, the author introduces a 
unique and effective method of presenta- 
tion. 

Part One is devoted to a general dis- 
cussion of present problems, policies, man- 
agement, store mergers, the new com- 
petition and a splendid appraisal of exist- 
ing conditions. Part Two deals with an 
examination of the trends in costs and 
earnings, and such important factors in 
results as returns and allowances, mark- 
downs, collections and merchandise turn- 
over. Part Three consists of detailed sup- 
plementary statistical material and other 
substantiating information. In addition 
there is an appendix of 29 pages devoted 
to the meaning of retail accounting, per- 
haps better known as the retail method of 
inventory, and to the organization and 
activities of the National Retail Dry Goods 
Association. 

For the abundance of informative and 
factual material given on different phases 
of department store operation, the author 
has relied on four sources, mainly: first, 
the National Retail Dry Goods Associa- 
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tion, including Merchandising Statistics, 
1928-1929, issued by the Controllers’ Con- 
gress; secondly, the Bureau of Business 
Research of Harvard University for sta- 
tistics relating to operating results; third- 
ly, the Bureau of Business Research of 
Ohio State University, chiefly for facts 
on merchandise returns; and fourthly, the 
Bureau of Business Research of the Uni- 
versity of Michigan for data on general 
performance. Fifty tables and seven charts 
are used to bring out clearly the detailed 
figures on various aspects of operations. 
Facts regarding the profitableness of de- 
partment store operations are presented, 
which clearly indicate the direction in 
which stores are moving with regard to 
sales, costs of operation, gross margin, 
returns, stockturn, mark-downs, collec- 
tions, etc. 

While the reader at times gains the 
impression that the author is perhaps too 
critical, many statements and conclusions 
will give department store men food for 
thought and cause them to measure their 
own particular businesses with the yard- 
sticks presented. 

The author advances several causes or 
reasons for the present unsatisfactory 
condition of department stores. These 
include: (1) severe and ruthless competi- 
tion; (2) poor management; (3) over- 
organization; (4) extremes in store mod- 
ernization; (5) unimaginative executive 
control. But, in spite of the fact that such 
conditions exist and although the trend of 
expenses definitely increased in the period 
from 1922 to 1929, inclusive, “a new ap- 
preciation of the aims and purposes, based 
upon intra-store co-operation, together 
with the creation of a more effective top- 
personnel, should result in the cutting 
down of the cost of doing business by at 
least one-fourth.” . 

Despite its shortcomings, however, the 
department store as an institution of re- 
tailing possesses certain advantages. Its 
achievements include the following: the 
popularization and promotion of fashion; 
up-to-date systems of merchandise con- 
trol; the development and application of 
the retail method of accounting; a cus- 
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tomarily honorable attitude toward pa- 
trons; and an almost instinctive inclination 
to serve. 

Probably the author’s chief contribution 
is the clarity with which he presents his 
material. showing definitely the present 
conditions in the department store field. 
His brief treatment of store mergers is 
particularly timely and of much interest. 
Department store executives and students 
of retailing alike will be glad to find 
within the confines of one book accurate 
figures on department store operations sup- 
ported by such organizations as the Na- 
tional Retail Dry Goods Association and 
the Harvard University Bureau of Busi- 
ness Research. 


D. J. Duncan, Assistant Professor of 
Marketing and Management, School of 
Commerce, Northwestern University. 





Personnel Problems. By Felix -E. Bari- 
don and Earl H. Loomis. McGraw-Hill 
Book Co., N. Y., 1931. 452 pages. $5.00. 
Personnel executives will find in this 

book just the help for which they have been 
searching. It is one of the first books to 
cover thoroughly the present outlook and 
problems of personnel. It seems to be au- 
thoritative, and can be relied upon for in- 
formation and guidance on any problem 
with which the executive may be con- 
fronted. 

Especially noteworthy is the way in 
which the authors have built the structure 
of their book. Each problem is considered 
in its natural sequence—employment, salary, 
training, maintenance of working force, 
etc. The more detailed functions of per- 
sonnel which fall under each of these 
broader headings are then discussed. This 
section of the book deals with records, ab- 
sence compensation, pensions, job analysis, 
and many other subjects. 

While it is written from the standpoint 
of the large business the book contains 
much material valuable to both the large 
and small business. This material, of 
course, cannot be lifted bodily from the 
book and used. It must be translated into 


the terms of the reader’s own business, and 
adapted to the individual problem at hand, 
The smaller the business the more adapta- 
tion is necessary, and the executive of the 
small company must beware of trying new 
plans which the business is not yet large 
enough to support. 

Both factory and office problems pertain- 
ing to procedures and personnel are capably 
discussed. The reader will not agree with 
all analyses, but they will cause him to 
examine his own procedures and personnel 
situation. The presentation of methods 
successfully used by other concerns and the 
many adaptable ideas offered will make 
this book a guide post in the administration 
of personnel duties. 

A book of this type could not avoid be- 
coming technical in some instances, but, for 
the most part, both the new personnel man, 
and the older, more experienced man will 
find it easy to read. It is readily compre- 
hensible as to facts, interesting in style, and 
valuable in subject matter. 

R. W. Mun, Chief of Personnel, 
Jewel Tea Co., Inc. 





More Profits from Advertising. By Ken- 
neth M. Goode and Carroll Rheinstrom. 
Harper & Bros., New York, 1931. 275 
pages. $3.50. 

Anyone interested in making the best use 
of advertising will find this book well worth 
reading. 

To quote the authors, it “attempts to 
prove nothing. It presents a working hy- 
pothesis towards success. Those who hap- 
pen to agree will, we think, find helpful 
suggestions as to advertising.” It will 
appeal mainly to those who create adver- 
tising, or to students. 

Executives who are interested in adver- 
tising as a selling force will find it of fas- 
cinating interest. Crammed full of facts 
and opinions so entertainingly presented 
that there is not a dull page between the 
covers, it is a real mental stimulus to a 
better understanding of how advertising 
works and what can be expected of it. 

J. D. Lent, General Sales Manager, 

Western Clock Company. 
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